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CONFIDENTIAL TEHRAN 6552 

E.O. 11652: GDS 
TAGS: ENRG, IR 

SUBJ: TRANSCO MAY BE BACK ON TRACK 

1. TRANSCO ENERGY CO PRESIDENT DON WILHELM CALLED ON ECON COUNS 
AUG 6 TO PROVIDE PROGRESS REPORT ON TRANSCO-NIOC-NIGC CONTACTS THAT 
MAY RESUSTITATE MODIFIED VERSION OF TRANSCO PROJECT. WILHELM 

MET WITH NIOC AND NIGC EXECUTIVES JULY 1 . MET WITH MOSSADEGHI OF 
NIGC IN PARIS LATER IN JULY, AND IS NOW IN TEHRAN FOR TECHNICAL 
MEETINGS IN WHICH TRANSCO, NIGC, NIOC AND OSCO HAVE ALL PARTICI- 
PATED. 

2. NIOC HAS ASKED TRANSCO TO GO AHEAD WITH ORIGINAL PLAN TO RE- 
COVER NGL'S FROM FIVE OF SOUTHERNMOST FIELDS IN AGREEMENT AREA. 

NIOC WILL NOT, HOWEVER, GUARANTEE ANY SPECIFIC VOLUME OR COMPOS- 
ITION OF GAS AVAILABLE. INSTEAD, CONSULTANT TERRAMAR WILL BE ASKED 
TO SUPPLY INDEPENDENT LONG-RANGE PROJECTION OF GAS AVAILABLE, 

BASED ON PLANNED CURDE OIL PRODUCTION LEVEL. NIOC ASKED TRANSCO 
TO MODIFY PLANS TO ACHIEVE MAXIMUM EXTRACTION OF ETHANE FOR DEL- 
IVERY AS FEEDSTOCK TO NPC. NIOC ALSO WANTS ALL METHANE RETURNED 
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C-STRUCTURE FOR METHANOL PORTION OF TRANSCO PROJECT, AND WILL WANT 
HYDROGEN PRODUCED BY METHANOL PLANT FOR USE IN ONE OR MORE EXPORT 
REFINERIES TO BE BUILT IN BUSHEHR. 

3. MANY ISSUES REMAIN TO BE CLARIFIED IN THIS RENEGOTIATION. 

NIOC HAS ASKED, FOR EXAMPLE, THAT TRANSCO PAY ROYALTIES ON NGL'S 
(CONSORTIUM MEMBERS PRESENTLY PAY ROYALTIES ON REALIZED PRICE OF 
NGL'S THEY LIFT FROM MAHSHAHR). TRANSCO DOES NOT WISH TO BEGIN ANY 
WORK (THIS TIME AROUND) UNTIL THEY HAVE AIRTIGHT AGREEMENT IN 
HAND. 

4. DEPUTY CONSORTIUM REPRESENTATIVE BURT WILLMAN CALLED ON ECON 
COUNS AUG 5 TO EXPRESS MEMBERS' STRENUOUS OBJECTION TO TRANSCO 
PROJECT AND TO ASK IF EMBASSY HAD PLAYED ANY ROLE IN REVIVING IT. 

WE ASSURED HIM WE HAD NOT AND THAT WE REMAIN AS MUCH IN DARK AS 
HE AND TRANSCO AS TO REASONS FOR NIOC'S SUDDEN ABOUT-FACE. WITH 
PRIOR CLEARANCE FROM WILHELM, ECON COUNS CALLED WILLMAN TO INFORM 
HIM WILHELM AWARE OF AND SENSITIVE TO MEMBERS' FEELINGS BUT THAT 
NIOC HAD TOLD HIM NIOC/EMBERS RELATIONS NOT HIS CONCERN. 

HELMS 
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